UNI TED STATES OF AMERI CA

DEPARTMENT OF ENERGY

OFFI CE OF FOSSI L ENERGY

NORTH CANADI AN MARKETI NG
CORPORATI ON

FE DOCKET NO. 96-39- NG

— N N

ORDER GRANTI NG LONG- TERM AUTHCRI ZATI ON
TO | MPORT NATURAL GAS FROM CANADA

DOE/ FE ORDER NO. 1182

JUNE 26, 1996



. DESCRI PTI ON OF REQUEST

On June 19, 1996, North Canadi an Marketing Corporation (NCM
filed an application with the Ofice of Fossil Energy of the
Department of Energy (DOE), under section 3 of the Natural Gas

Act (NGA) 1/ and DCE Del egati on Order Nos. 0204-111 and 0204-

127, for authorization to inport up to 25,000 Mcf per day of

natural gas from Canada. NCM a California corporation with its

principal place of business in Santa Ana, California, is a

whol | y- owned subsi diary of North Canadi an Resources, Inc., a

Del awar e corporation. 2/ _
The gas woul d be inported for sale under an agreenent

bet ween NCM and Herni ston Generating Conpany (Herm ston) dated

March 4, 1994. Hermiston is a limted partnership organized

under the laws of the State of Delaware with an office in

Bet hesda, Maryland. The inported gas would be used to fuel a

474-megawatt conbi ned-cycl e cogeneration facility owned by

Hermi ston and constructed near Herm ston, Oregon. Comrercia

operation of the cogeneration facility is scheduled for July 1,

1996. Electricity produced by the cogeneration facility will be

sold to Pacifi Corp, an Oregon corporation. 3/

1/ 15 U.S.C. 0O 717b.

2/ North Canadi an Resources, Inc. is a wholly-owned subsidiary

of Norcen Explorer Inc., a Delaware corporation, which is a
whol | y-owned U. S. subsidiary of Norcen Energy Resources Linmted
(Norcen), an Al berta Corporation.

3/ Pursuant to the ternms of an Option Agreenment between
Herm ston and Pacifi Corp dated October 7, 1993, Pacifi Corp has



exercised its option to purchase an undivided fifty percent
interest in the Hermi ston cogeneration facility and its rel ated
assets. Financial closing on the Option Agreement is schedul ed
for July 1, 1996.
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The proposed authorization would be for a termof 15 years
fromthe date of first delivery. Deliveries under the gas sales
agreenent are anticipated to begin as early as July 1, 1996, and
not |ater than Septenber 30, 1996. The gas would be transported
fromthe well head in the Province of Alberta by the NOVA Gas
Transmi ssion Ltd. (NOVA) pipeline systemto the Al berta border
Al berta Natural Gas Limited (ANG then would transport the gas to
its interconnection with the pipeline facilities of Pacific Gas
Transm ssi on Conpany (PGT) at the border of the United States and
Canada near Kingsgate, British Colunbia/Eastport, |Idaho. From
the international border, the gas would be transported by PGT to
Malin, Oregon, where Herm ston woul d take possession

The contract between NCM and Herni ston provides that
Herm ston would pay NCM a price for the gas that consists of a
nont hl y demand charge based on NCM s firmtransportation
arrangenents on NOVA, ANG, and PGT, and a monthly commodity
charge which includes an annual escal ation clause. The nonthly
commodity charge is calculated by nultiplying the wellhead price
for the particular nmonth by the total quantity of gas actually
delivered, plus the aggregate quantity of fuel gas used by NOVA,
ANG, and PGT for transportation, to the extent such fuel gas is
not supplied by the transporting pipelines as part of their
tariff or rate for service. The wellhead price, which would be
adj usted each Novenmber, starts at $1.635 (U.S.) per MVMBtu as of
Novenber 1, 1993. The commodity charge would increase by 5.5

percent on Novenber 1, 1994, and each year thereafter



Not wi t hst andi ng the foregoing, the actual inport price per MVBtu



3
paid by Herm ston at the international border would be the denand
charge and the commpdity charge, mnus the transportation and
fuel gas charges of PGI (which represents the cost of
transporting this gas within the United States).

The contract al so provides for a gas inventory charge which
applies to any contract year in which Herm ston purchases |ess
than 80 percent of the sum of the maxi num daily contract
guantities each year. |If Hermi ston takes |less than the m ni num
annual obligation, it nust pay a gas inventory charge on the
vol unes not taken. The gas inventory charge starts at $0.40
(U.S.) per MMBtu, with 5.5 percent annual escal ati ons begi nni ng
November 1, 1996. This charge would be paid by Herm ston on the
25t h day of Novenber follow ng each contract year

The contract includes a provision allow ng Hermi ston to
remar ket gas not used in the cogeneration facility to other
purchasers in the United States at a price equal to its market
value. The sumtotal of gas nom nated by Herm ston each day,
either for use at the cogeneration facility or for resale, may
not exceed 25,000 Mcf.

. FINDONG

The application filed by NCM has been eval uated to determ ne
if the proposed inport arrangenment neets the public interest
requi renents of section 3 of the NGA, as anended by section 201
of the Energy Policy Act of 1992 (P.L. 102-486). Under section
3(c), the inportation of natural gas froma nation with which

there is in effect a free trade agreenent requiring nationa



treatment for trade in natural gas is deened to be consistent
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with the public interest and nust be granted wi thout nodification
or delay. The authorization sought by NCMto i nport natural gas
from Canada, a nation with which a free trade agreement is in
effect, neets the section 3(c) criterion and, therefore, is
consistent with the public interest.

ORDER

Pursuant to section 3 of the Natural Gas Act, it is ordered
t hat :

A.  North Canadi an Marketing Corporation (NCM is authorized
to inport at Kingsgate, British Colunbia/Eastport, lIdaho, up to
25,000 Mcf per day of Canadi an natural gas for a period of 15
years beginning on the date of the first delivery, which shal
not be later than Septenber 30, 1996. This gas shall be inported
consistent with the terns and conditions of NCM s gas sal es
agreenent with Herm ston Generating Conpany, L.P. (Herm ston),
dated March 4, 1994, on file in this docket.

B. Wthin two weeks after deliveries begin, NCM shal
provide witten notification to the Ofice of Fuels Prograns
(OFP), Fossil Energy, Room 3F-056, FE-50, Forrestal Buil ding,
1000 I ndependence Avenue, S.W, Washington, D.C. 20585, of the
date that the first inport delivery of natural gas authorized in
Ordering Paragraph A above occurred.

C. Wth respect to the natural gas inports authorized by
this Order, NCMshall file with OFP, within 30 days foll ow ng

each cal endar quarter, quarterly reports indicating whether



i mports of natural gas have been nmade. If no inports have been

made, a report of "no activity" for that cal endar quarter nust be
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filed. If inports occur, NCM nust report total nonthly vol unes
in Mcf and the average purchase price of gas per MVBtu paid by
Hermi ston at the international border, assuming Herm ston had
t aken possession there, instead of Malin, Oregon. The nonthly
price information shall item ze separately the demand and
commodity charges, and, if applicable, any gas inventory charges
paid by Herm ston. Additionally, the reports shall provide, by
nmont h, the nanes, volunes, and market area (State) for natural
gas sold by Herm ston to any third-party repurchaser.

D. The first quarterly report required by Ordering
Par agraph C of this Order is due not |ater than October 30, 1996,
and should cover the period fromJuly 1, 1996, until the end of
the third cal endar quarter, Septenber 30, 1996.

I ssued in Washington, D.C., on June 26, 1996.

Ant hony J. Cono

Di rector

Ofice of Coal & Electricity
O fice of Fuels Prograns

O fice of Fossil Energy



